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Federal Trade Commission’s Standards 


A glance at the activities of the Federal Trade Com- 
mission reveals the fact that it concerns itself with many 
practices that do not lend themselves so readily to moral 
classification as those referred to in the “Principles of 
Business Conduct” prepared by the United States Cham- 
ber of Commerce or those listed under “misbranding and 
misleading advertising” in the complaints and orders of 
the Trade Commission. (See INFORMATION SERVICE, 
December 6.) The task of improving business ethics 
involves much more than securing renunciation of prac- 
tices that are admittedly wrong. It includes also the 
building of new standards. The Federal Trade Com- 
mission is limited, of course, to interpretation and en- 
forcement of existing law, and the possibility always 
exists that the legal requirements of a situation do not 
coincide with the ethical requirements. Certain laws 
have been enacted which it is extremely difficult for the 
fF: disposed person to observe, and not a few statutes 

intended to govern business practices are very difficult 

of interpretation. It is only fair to recognize that a 
modern corporation may need knowledge and skill to keep 
the law as well as to break it. This fact is the basis of 
much discontent among business men over legislation 
designed to restrain monopoly or other forms of con- 
certed action. 

The activities of the Federal Trade Commission in this 
connection have been summarized as follows: 


“To prohibit unfair methods of competition in 
national trade; 

“To prohibit exclusive or tying agreements which 
prevent dealers from purchasing from whom 
they please, thus restraining trade or creating 
a monopoly ; 

“To prohibit restrictive or monopolistic discrimina- 
tion in prices between different purchasers in 
national trade; 

“To prohibit other forms of restraint and monopoly 
such as the control by one company over its 
competitor’s stock, etc.” (J. T. Young, Annals 
of American Academy, Sept. 1924, p. 21.) 

When the Federal Trade Commission finds that certain 
corporations are apparently using prohibited methods of 
competition or in restraint of trade, a complaint is issued 
notifying the respondent of the exact charges against him. 

he respondent is allowed thirty days in which to reply 
0 the charge. Then a formal hearing is held after which 
the Commission either issues a “cease and desist” order, 
or dismisses the complaint. The respondent may appeal 
to the courts if he is dissatisfied with the order. 

The charges comprised in the Commission’s complaints 


and orders during the past year (December 1923 through 
November 1924) may be roughly classified in four gen- 
eral groups: misbranding or misleading advertising ; price- 
fixing agreements including agreements to maintain resale 
prices, to fix prices at a certain level, or to prevent certain 
groups of dealers from securing supplies; creation of a 
monopoly; miscellaneous practices such as securing as- 
surances from customers that they will not handle com- 
petitive products, gifts of money to purchasing agents in 
order to secure orders, disparagement of competitors, 
marking fictitious prices, etc. In some cases the corpora- 
tions charged with the practices noted below have appealed 
to the courts to decide the legality of the questions. 
Where such information is available the fact has been 
noted. The first group of cases, covering practices that 
are for the most part clearly dishonest, was dealt with in 
the last issue of this SERVICE. 

Various methods of price maintenance and price dis- 
crimination are condemned by the Commission. Among 
these are efforts by individual manufacturers to enforce 
a standard resale price for their goods; “open price” sys- 
tems; efforts by trade associations to enforce a standard 
selling price for the entire trade; efforts to prevent “irreg- 
ular” dealers from securing supplies; efforts of whole- 
salers to insure themselves against price decline, etc. 

Among the practices condemned in attempts by manu- 
facturers to force dealers to sell their goods at a fixed 
price are the following from an order against a manu- 
facturer of toilet preparations: “(a) securing from its 
customers or others names of dealers who do not observe 
the resale prices fixed by respondent; (b) enrolling the 
names of dealers so reported or who come to its atten- 
tion otherwise, upon list of undesirable purchasers, who 
are not to be supplied with its products until they furnish 
satisfactory assurances of their purpose to maintain such 
prices in the future; (c) securing or attempting to secure 
assurances from other dealers that they will observe the 
resale prices on respondent’s products as fixed by it; (d) 
giving assurances to dealers that others who do not ob- 
serve respondent’s fixed resale prices will be cut off from 
further supplies of respondent’s goods, and requesting 
cooperation and support in such a course of action; (e) 
threatening to refuse to sell or refusing to sell dealers 
who sell to others who do not observe the resale prices 
fixed by respondent; (f) attempting to establish and 
enforce its resale prices by any other equivalent coopera- 
tive means.” Nothing could better illustrate the diffi- 
culty of drawing a line between wholesome cooperation 
in the elimination of waste and the simplification of trade, 
on the one hand, and contriving in “unfair” ways to 
secure business advantage, on the other. 

The most conspicuous case in which the Commission 
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has acted against price fixing agreements is the U. S. 
Steel Company’s “Pittsburgh plus” which has already 
been discussed in the INFORMATION SERVICE. 

Associations of wholesalers or retailers are frequently 
‘charged with conspiring to maintain definite prices and 
to prevent non-cooperating competitors from securing 
supplies. The seriousness of such offenses is obvious. 
Somewhat similar cases are those in which organizations 
combine to prevent “irregular” buyers from securing 
supplies. These “irregular” dealers may be wholesalers 
who also sell at retail, cooperative buying associations of 
retailers, or other cooperative associations. One of the 
most conspicuous cases of this type is that of a grain 
exchange which attempted to destroy the farmers’ co- 
operative grain markets. Among the charges against the 
exchange are: compelling members to refuse to deal with 
members or customers of the cooperative exchanges be- 
cause of the patronage dividend plan of the cooperatives ; 
preventing its members from doing business according to 
the cooperative method of marketing grain or patronage 
dividend plan; denying to any organization of farmer 
grain growers or shippers admission to the exchange 
because of the plan of such organization to pay patronage 
dividends on the cooperative plan of marketing grain; 
prohibiting members of the exchange when buying grain 
“on track” at country points from paying more therefor 
than the market price prevailing in the exchange room, 
less freight and other charges, etc. 


Other practices which are considered to be in restraint 
of trade are attempts by wholesalers to buy only from 
manufacturers who guarantee the prices of their com- 
modities against decline. Manufacturers are sometimes 
charged with selling to “established” dealers at “straight 
list prices” while charging “ordinary” dealers more than 
the regular prices and paying the difference, known as 

“overages” to the “established” dealers. 

The Federal Trade Commission is also authorized to 
deal with attempts at creating a monopoly. In several 
cases a company is charged with acquiring the capital 
stock of a competitor, which, according to the complaints, 
tends to substantially lessen competition between the two 
companies, to restrain commerce in the companies’ prod- 
ucts in the sections in which the two companies operate 
and to tend toward the creation of a monopoly. In an- 
other case several steel companies agreed to suppress 
competition in the purchase of raw materials and or- 
ganized a company to purchase scrap steel and scrap 
iron and sell it to these companies. These companies then 
purchased their entire supply of scrap steel and scrap iron 
from this company. Other cases have dealt with a 
monopoly of moving-picture films, and a monopoly in 
radio apparatus and communication. 

Here come into relief the limitations which society finds 
it necessary to put upon group activities solely because 
they are group activities. Many of the practices con- 
demned by the anti-trust laws have no obvious unethical 
quality when viewed from the standpoint of the indi- 
vidual. What appears to be an innocent business con- 
versation may turn out to be a conspiracy in restraint of 
trade. Thus, the building of a commercial code of law 
or ethics involves much more than a simple adaptation of 
the Ten Commandments. 


Among the other practices condemned by the Com- 
mission are “tying agreements,” which are most often 
found in connection with price-discrimination cases. The 

manufacturer promises to sell only to selected dealers in 
given districts and the dealer, in return agrees that he 
will not handle any competitive products. This, it may 
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be noted, is legal if the dealer acts as the manufacturer’s 
agent, but is illegal if he is an independent dealer. 

There are several complaints charging that manufac- 
turers have given “substantial sums of money” or prizes 
to purchasing agents or other employes of prospective 
customers in order to secure orders. This question will 
probably be taken to the Supreme Court for final settle- 
ment. Several complaints charge that articles are marked 
with fictitious prices higher than those at which they will 
normally be sold. The practice of disseminating dis- 
paraging comments about competitors is also frequently 
condemned. af 

“Trade practice submittals,” or standards for trade 
ethics have been drawn up for several industries (see 
INFORMATION SERVICE, August 9, 1924). Representa- 
tives of these industries have realized a need for the 
standardization of business practices so that the more 
scrupulous dealers may not suffer unfair competition from 
less scrupulous competitors. Conferences of the leading 
manufacturers and distributors in a given industry with 
a member of the Federal Trade Commission as presiding 
officer, have drawn up lists of practices definitely dis- 
approved by those present. These lists, known as “trade 
practice submittals,” are sent to the Commission for its 
information. They have, of course, no legal force. The 
fact that they originate in a request of the industry to 
the Commission indicates the inability of the trade asso- 
ciation to enforce standards, yet they are of value since 
they represent a consensus of the leaders in the industry, 
and make it possible for the Commission to quote the 
expressed opinion of the trade when it takes action against 
those who do not conform to these standards. Trade 
practice submittals have been drawn up for the dairy, 
paper, typewriter and oil industries, manufacturers of 
watch-cases, sheet-music publishers, manufacturers of 
band instruments, etc. 

These, then, are the types of cases which the Com- 
mission handles. The value of its work both to industry 
and to the general public is summarized by J. T. Young 
in Annals of the American Academy, September, 1924, 
p. 31: 

“(a) Its aid in formulating trade standards 
through national conferences. 

“(b) Its efforts to enforce these standards once 
they have been established. 

“(c) The tribunal which it offers for the small 
as well as the large producer and distributor 
to press his cause to a hearing without in- 
ordinate expense and delay. 

“(d) The vast majority of matters taken up by 
the Commission are settled satisfactorily 
without appeal to the courts, and most of 
the applications are adjusted without even 
formal docketing. Because of its 
very success in securing an amicable and 
quiet adjustment of trade disputes the pub- 
lic hears comparatively little of this, its best 
work. Its results on the whole have been 
excellent.” 


Cooperative Movement Examined 


Growing interest in the cooperative movement and its 
increasing economic importance seem to warrant repro- 
ducing here a considerable part of Mr. E. C. Lindeman’s 
address before the American Country Life Association in 
Columbus last month. Mr. Lindeman who is one of 
the best informed students of the subject in America 
here subjects the movement and present rural tendencies 
to examination from the spiritual point of view. 


| 

| 
| 

| 

| 

| 

2 


“Real culture has its roots in the necessary activities 

and relations of human beings. Eventually these neces- 
sary activities precipitate an economic problem. So far 
as agricultural economics is concerned, there is now 
apparent agreement that the farmer must set up co- 
operative processes if he is not to be the victim of external 
exploitation. The rapidity with which cooperative mar- 
keting has won favor in this country since the war, and 
the absence of opposition are both astonishing and alarm- 
ing. The American farmer is now likely to accept the 
principle and practise of cooperative marketing in pre- 
cisely the same manner in which he has accepted the 
manure-spreader, the Ford car, and the Delco lighting 
outfit, 7.e., as an external adjustment. But the coopera- 
tive process is one which deals with unknowns; it involves 
both inner and outer adjustments to life. It is an assump- 
tion that the economic life may be so ordered as to permit 
the production of good commodities to be sold at a rea- 
sonable price. It is a further assumption that everybody 
engaged in the business either as producer or expert is 
cooperatively honest. In fact, the cooperative move- 
ment is one of the most far-reaching and audacious as- 
sumptions ever made about life. Farmers are entering 
upon this new way of life with much the same spirit 
revealed when they ‘take a chance’ on a cheap automobile 
at an auction sale. They continue to think of the co- 
operative marketing association as something external to 
themselves. In .many cases this attitude is of course 
traceable to the leaders and experts now in control of 
the movement.” 


Mr. Lindeman deplores the fact that in the coopera- 
tive movement a legal contract should be deemed neces- 
sary and that the fundamental ethics of the movement 
should be that of “legal force and coercion.” Even 
though it may succeed materially the cooperative move- 
ment will not, he believes, without a considerable change 
in its technique, “make a wholesome contribution to 
American rural culture.” “From the religious point of 
view, the cooperative movement can never become suc- 
cessful until it becomes unnecessary to enforce a legal 
contract. The assumption that human behavior may 
reach levels where one farmer will not betray his fellow- 
producer is empty so long as legal compulsion remains 
in the background as an explanation of integrity. Re- 
ligious ethics begins where legal ethics leaves off. The 
second mile, not the first, is the test of religious behavior.” 


_ Rural leadership comes in for searching criticism: “Its 
impact upon rural people is overwhelmingly materialistic, 
prosaic, dull and uninspiring. Is it not startling that the 
American farmer retains so much of idealism and cul- 
tural hunger? His tutors, and of all elements of our 
population, the farmer is the most tutored, are uniformly 
persons who have been trained to view life through the 
lens of some technical specialty. They are seldom per- 
sons who see life as a whole. The impact which these 
leaders make upon the farmer is always specific. They 
see, the farmer in relation to hogs or alfalfa, but they 
almost never see hogs and alfalfa in relation to the total 
personality of the farmer. One would naturally think 
that so much teaching on behalf of economic and technical 
factors in agriculture would have long since made farmers 
successful, but he is indeed a bold observer who views 

contemporary agriculture with optimism. What these 

eaders fail to see is that progress is general and not 


specific. That one sector of life pushed too far in ad- 
vance throws the entire line out of adjustment. While 
they are busily engaged in improving or attempting to 
improve material factors, other equally integral factors 
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are neglected so that in the end rural culture becomes an 
unstable, unsatisfying mode of life.” 

Next, Mr. Lindeman undertakes to evafuate the min- 
istry of the church, and specifically the rural church, 
judging it by its contribution to the resolving of con- 
flicts in human relations. He presents a view which many 
church leaders will doubtless wish to take account of, 
whether they agree or not: “So far as the rural church 
is concerned, the most important function is preaching. 
In fact, in many localities the church service is still re- 
ferred to as the ‘preaching.’ Is preaching a valid method 
for exerting wholesome influence upon the behavior of 
human beings? The answer, in view of those portions of 
modern psychology where substantial agreement may be 
found, must be an unmistakable negative. Preaching is 
not only inadequate, but as currently practised it is an 
inhibition to more valid methods of changing conduct. A 
distinct anomaly exists in the relation between the 
preacher and the congregation. The preacher expounds 
the truth; but religious truth cannot be expounded; it 
must be discovered. The preacher carries on a 
one-sided encounter; he talks at his congregation and 
even if he does portray valid religious experiences, mem- 
bers of the audience have no opportunity of matching 
these with their own.” 

Mr. Lindeman calls for greater emphasis on educa- 
tion and for a “substitution of discussion and exchange 
of experience for sermons, speeches and external forms 
of authority’—for “a democratic effort to put experts, 
preachers, editors and leaders in their proper place within 
the formula of actual experience.” 

“Modern adjustments,” he concludes, “come more and 
more to be adjustments of groups rather than of indi- 
viduals. This is now no less true of farmers than of 
urban dwellers. All of us in the modern world find our 
places through group allegiances which represent our 
dominant interests. At the same time it must not be for- 
gotten that the individual human organism is the adjust- 
ing mechanism. Groups and institutions are merely means 
toward individual fulfillment. Once this fact is grasped 
it will become easier to enlist right-minded persons in 
purposes rather than institutions. When the institution 
is considered to be the end as well as the means, energies 
and loyalties which might have gone to the development 
of more effective means are devoted to the perpetuation 
of fictitious ends.” 


“Burley” Community Work 

Under date of October 1, 1924, the Department of 
Community Organization of the Burley Tobacco Growers 
Cooperative Association, Lexington, Kentucky, issued a 
report covering the 18 months beginning with April 1, 
1923, when community work was started. The accepted 
aim and function of the new department was “the organ- 
ization of members and their families into community 
groups for (1) serving as a medium through which mem- 
bers could be more closely in touch with their association ; 
(2) promoting an interest in the principles and methods 
of cooperative marketing; (3) fostering a spirit of neigh- 
borliness and good will as an asset to the association and 
community life; (4) promoting cooperative enterprises 
for the enrichment and improvement of rural life.” 

During the 18 months that the department has been 
functioning, local organizations of members of the mar- 
keting association and others have been formed in 37 
communities in 9 counties for the purpose of improving 
social and educational opportunities. The state depart- 
ments of health and education and the state experiment 
station have cooperated. Thirty-seven local associations 


with total attendance of 2,300 carried out programs deal- 
ing with cooperative marketing; 17 discussed quality pro- 
duction of tobacco; and 18 other agricultural subjects, 
including diversified farming, purebred stock, poultry, etc. 
“Eight discussed health problems and two, rural beautifica- 
tion. In four communities attention was given to com- 
munity plays. Three county picnics were held in the 
summer of 1923. At two of these an elaborate pageant 
was given portraying the history of tobacco. In July of 
1924 a picnic and “pageant of agriculture” was given by 
the people of Fayette county. This event was attended 
by 15,000 people. Harrison county followed its picnic 
of 1923 with “a county-wide survey of social conditions, 
covering health, education, recreation and rural life.” 
Over 300 local people aided in the survey. The Fayette 
county picnic and pageant is being followed by a series 
of “county get-togethers.” 


Our Trade With Russia 


The present controversy over recognition of Russia 
makes timely a presentation of facts regarding American 
trade with the Soviet Republic. A carefully prepared 
article which appears to be based upon exact knowledge, 
was published in the New York Times on November 16. 
It is explained that Russia is doing business with this 
country through the State Bank of the Union of Socialist 
Soviet Republics. Among the banks acting as agents for 
the State Bank are the Guaranty and Equitable Trust 
Companies, the Irving Bank-Columbia Trust Company, 
etc. During the first half of 1924 Russia had a favorable 
trade balance of 66,600,000 rubles. A new medium of 
exchange, the tchevonets equal to $5.14 in gold and cov- 
ered by gold, British and American currency, and com- 
mercial bills, was created when the Soviet State Bank was 
set up in October 1921. The tchevonetsi are expected 
eventually to be the only medium of exchange, though 
rubles are still used. Russia is now on a gold basis for 
foreign trade. Since Russian gold has not been accepted 
in this country since the Russian revolution, the Russian 
bank buys sterling exchange and converts it into dollars 
here. Funds are also forwarded to Russia from the 
American agents of the Russian bank. 


The Amtorg Trading Corporation which is capitalized 
at $1,000,000 and has two Americans on its board of four 
directors, is the medium through which Russian and 
American trade is carried on. Russia imports chiefly 
cotton, twine, agricultural machinery, electrical appliances 
and machinery, metals, tanning materials, pharmaceutical 
and chemical products, etc. Goods are transported through 
the Deutsche-Russische-Transport Gesellschaft, known as 
the Derutra, which is controlled by the Soviet govern- 
ment and the W. A. Harriman interests. American busi- 
ness men are now giving the long-term credits demanded 
by Russia. Russian oil fields are being developed by the 
Government Oil Trust, and are now producing more than 
5,000,000 barrels of oil a month. 


Russian banks have built up gold reserves for foreign 
trade by loaning paper rubles to industrialists and col- 
lecting the loans in British, French, or American cur- 
tency, plus a share of the profits of the industry. State 
organs now cartry on a little more than a fourth of the 

Russian trade, cooperative organizations about one-tenth, 
te concessionaires the remainder. The new economic 

‘| policy is described as “communism on a commercial basis.” 


In commenting on Russian trade, an officer of one of 
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the banks which acts as agent for the Soviet Bank said: 
“When business men ask our advice about crediting 
Russia, . we always say that if they trade it is 
at their peril. Yet I do not personally regard trade with 
Russia as more hazardous than trade with any other for- 
eign country. If it were to default on a single payment 
the news would get around quickly. Every other business 
would refuse instantly to extend further credit. It would 
mean that Russia could never again, in any circumstances, 
get credit anywhere.” 


Work and Culture 


L. P. Jacks, the noted editor of the Hibbert Journal, 
discusses the “education of industry” in the October 
Yale Review. (New Haven, Conn.) “The final form of 
human society, so far as our minds are able to conceive 
it, is a world-wide cooperation for the development of 
man.” As each class gains full economic and political 
rights its duty is to help others less fortunate to gain 
their full rights. When the theory of government be- 
comes self-government and the theory of education self- 
development, there is no antagonism between the claims 
for government and education. The development of 
rights into duties is the social function of education. The 
responsibilities of a citizen in a free democracy are: 1. 
the right use of his vote; 2. creating values that are worth 
voting for; 3. “defining the values that are worth voting 
for, and bringing them into the foreground of public 
life.” The last is most important because with a lowering 
of values in election programs comes a corresponding 
decline in leadership, and because “the lower the values 
for which democracy is working, the more quarrelsome 
will be the spirit in which they are worked for.” There- 
fore “. the value of government in a free democ- 
racy is strictly conditioned by the values of the objects 
for which citizens are asked to record their votes.” For 
an individual to be self-governing requires not only that 
“his total self conducts the government” but even more 
important “that his total self submits to the government 
so exercised.” In the same way a nation is not really 
self-governing until “all the essential currents of its life 
are law-abiding.” With this idea of self-government, 
education becomes eventually the chief business of the 
state. This theory may seem too remote for present con- 
ditions. But for an industrial civilization, education, ac- 
cording to Dr. Jacks, should be defined as “the process 
of training the industry of man, in its manifold varieties, 
and in its organized totality, to the highest pitch of 
excellence it is capable of attaining.” 


He notes two objections to this theory. First that the 
aim of education is the character of the individual, not 
the quality of his work. In an industrial civilization, 
however, the individual’s daily work is the most impor- 
tant influence on his character. So character cannot be 
fully developed when men are doing unworthy work, or 
“worthy work in an unworthy manner.” The second 
objection is that this theory of education has no place 
for scholarship, spiritual values, and the arts. But the 
present “divorce between industry and culture” has 
already caused a decline in the spiritual values. With a 
renewed striving for excellence in work, Dr. Jacks believes 
that art and religion will revive. “Through the pursuit 
of excellence our civilization will find the way, which it 
has now lost, to the Supreme Excellence, whom we call 
God. There is no other way.” 
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